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Texas Automobile Insurance Plan Association Governing Committee Meeting 

Friday, March 24, 2017 - 9:00 A.M. 
Austin Marriott South, 4415 S. IH-35 Frontage Rd., Austin, TX 78744 

Dress: Business Casual 
 

 
1. Call to Order 

 
2. Introductions 

 
3. Reading of the Anti-Trust Statement 

 
4. Election of Officers 

 
5. Review and Approval of the Minutes of the November 18, 2016 Meeting (Exhibit 1) 

 
6. Manager’s Report 

A. Application Count Update 
a. As of Yearend 2016 (Exhibit 2) 
b. As of February 2017 (Exhibit 3) 

B. Financial Update  
a. As of Yearend 2016 (Exhibit 4) 
b. As of January 2017 (Exhibit 5) 

C. Application System Update 
D. Actuarial RFP—Recommendation and Selection of Actuary (Exhibit 6) 
E. Office Space Lease 
F. Conflict of Interest Policy 

 
7. Audit/Finance Committee Report 

A. Audit Engagement Letter (Exhibit 7) 
 

8. Operations Subcommittee Report 
A. Over/Under Report (Exhibit 8) 
B. PP AIP Estimates Used in Quarterly Quota Estimates 

 
9. Report of Counsel 

A. Pending Plan of Operation Filing: Refunds for Cancellations 
B. Legislative Update 

 
10. Next Meeting—August 18, 2017, Via Teleconference 

 
11. Manager Transition Subcommittee Report 

 
12. Personnel Matters 

 
13. Adjournment 

 
 
The Governing Committee may take action on any matter of business identified in this notice. Portions of the 
meeting will be conducted as a closed meeting, if permitted under Chapter 551, Government Code. 



TAIPA Governing Committee Meeting    
November 18, 2016 
 

TAIPA GOVERNING COMMITTEE MEETING MINUTES 
NOVEMBER 18, 2016 AT 9:00 AM 

AUSTIN MARRIOTT SOUTH 
 
ATTENDEES: 
 
 VOTING MEMBERS:   

Mary Carol Awalt, Public Member (Via teleconference) 
Bill Brooks, Texas Farm Bureau Casualty (Chair) 
George Cooper, State Farm 
Kevin Curry, Travelers (Via teleconference) 
Pete Hamel, Producer Member  
Laura Hausman, Public Member (Via teleconference) 
Carmelita Hogan, Public Member 
Stephen Hylka, Liberty Mutual/Safeco (Via teleconference) 
Becky Jackson, Public Member 
Dick Lonquist, Public Member  
Corise Morrison, USAA (Via teleconference) 
Adam Payton, Producer Member 
Thomas Rolling, Farmers  
Jim Rowland, Allstate 
David Weber, Hochheim Prairie  

 
 COUNSEL:  

Mike Jones, Thompson, Coe, Cousins & Irons  
  

 TAIPA STAFF:   
Stacy Dutton (Acting Manager) 
Nicole Morgan (Minute Taker)  

 
 OTHERS: 

Doug Beck, Farmers (Via teleconference) 
Alisha Darden, Public Member Alternate 
Kimberly Donovan, TDI  
Terry Fain, Public Member Alternate (Via teleconference) 
John Lusardi, Assigned Risk Solutions, Ltd. (Via teleconference) 
Joe Matetich, OPIC 
Ramon Montalvo, Producer Member Alternate 
David Nardecchia, OPIC  

 
ITEM 1: CALL TO ORDER 
 

Bill Brooks called the meeting to order at 9:01 AM.  
 

ITEM 2: INTRODUCTIONS 
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November 18, 2016 
 

Introductions were made.  
 
ITEM 3: RECOGNIZE KEVIN CURRY’S SERVICE TO TAIPA 

 
Kevin Curry has left the Governing Committee. He was recognized for his service as a 
Governing Committee member from 2012-2016.  

 
ITEM 4: READING OF THE ANTI-TRUST STATEMENT 

 
Stacy Dutton read the Anti-Trust Statement: 

 “The creation and operation of the Texas Automobile Insurance Plan Association 
is set forth in Chapter 2151 of the Texas Insurance Code. The Association is a 
non-profit corporate body composed of all authorized insurers. The organization 
was created to provide a means by which insurance may be assigned to an 
authorized insurer for a person required by the Texas Motor Vehicle Safety-
Responsibility Act to show proof of financial responsibility for the future. 
Members of the Association and of its Governing Committee, when involved in 
meetings or other activities of the Association, are bound to limit their discussions 
and actions to matters relating to the business of the Association, and shall not 
discuss or pursue the business interest of individual insurers or others.” 

 
ITEM 5: REVIEW AND APPROVAL OF THE MINUTES OF THE AUGUST 19, 2016 MEETING 
(EXHIBIT 1) 
 

It was moved by David Weber and seconded by Thomas Rolling to: 
 “Adopt the minutes.” 
The motion carried unanimously. 

 
ITEM 6: MANAGER’S REPORT 
 

Stacy Dutton presented the Manager’s Report. 
 

A. APPLICATION COUNT UPDATE AS OF OCTOBER 2016 (EXHIBIT 2) 
 
TAIPA received 282 applications in October 2016, compared to 315 in October 2015, 
which is a decline of about 10.5%. Year-to-date, TAIPA has received 2,818 applications 
in 2016, compared to 3,019 in 2015, which is a decline of about 6.5%. Based on current 
volumes, we estimate we will receive approximately 3,200 applications in 2016.  

 
B. FINANCIAL UPDATE AS OF SEPTEMBER 2016 (EXHIBIT 3) 

 
TAIPA expected to be at 75% of the budget used at the end of September and was just 
under-budget at about 72%. The items that are currently over-budget were explained. We 
expect to end the year on-budget. 
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It was asked if TAIPA has projected expenses for additional subcommittee meetings 
between now and yearend. TAIPA has allocated additional expenses for Manager 
Transition Subcommittee meetings.  

 
C. 2016 ACTUARIAL RFP 

 
At the August Governing Committee Meeting, the board agreed to wait to send out the 
Actuarial RFP until we received approval on the current rate filing. Our filing has been 
approved, so we are now ready to send out the RFP.  
 
Before sending out the RFP, the subcommittee would like guidance regarding who will 
have the authority to make the vendor selection. The Governing Committee agreed by 
consensus to have the Actuarial RFP Subcommittee review the bids and present their 
recommendation to the board at the March 2017 Governing Committee Meeting.   

 
D. 2017 REQUESTS FOR PROPOSAL (ATTORNEYS, AUDITORS) 

 
TAIPA’s RFP procedure states that contracts in place for five years are to be evaluated 
by the Governing Committee if they are over $20,000, or for certain categories of 
expenses. TAIPA’s legal counsel and auditors are up for review in 2017. The Governing 
Committee discussed those contracts last year and reached a consensus to continue with 
each for another year.  
 
TAIPA recommends continuing with our current legal counsel for another year because 
of next year’s legislative session, and because we are in the middle of the manager 
transition. TAIPA also recommends continuing with our current auditor, as we have a 
very good relationship with our firm, and as new auditors are assigned to TAIPA each 
year. The Governing Committee’s consensus was to forgo the legal and auditor RFP’s for 
2017.   

 
E. APPROVED PLAN OF OPERATION FILINGS: SB 956 AND SB 1554 

 
At the August Governing Committee Meeting, we reported that we filed Plan of 
Operation amendments for Senate Bills 956 and 1554, which were passed during the 
2015 legislative session. Senate Bill 956 amended the Texas Insurance Code to require 
insurers to deliver personal auto and residence policies within 30 days of the effective 
date of the policy. SB 1554 amended the Texas Insurance Code to include county 
mutuals as authorized insurers and remove the provision for exemption that was 
previously available to them. The amendments were approved by a Commissioner’s 
Order dated October 13, 2016. When reviewing the order, TAIPA staff noticed that TDI 
mistakenly left off one of the Plan of Operation sections that was to be amended. TDI is 
working on a second Commissioner’s Order to approve the missing section. Bulletins 
regarding the approval will be sent out once we receive the second order.  

ITEM 7: OPERATIONS SUBCOMMITTEE REPORT  
 
 David Weber presented the Operations Subcommittee Report. 
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A. OVER/UNDER REPORT (EXHIBIT 4) 
 
There was nothing noteworthy on the report. 

 
B. TAIPA PROCEDURE CHANGES DUE TO SENATE BILL 956: DELIVERY OF INSURANCE 

POLICIES (EXHIBIT 5) 
 
The Operations Subcommittee was tasked with determining if staff could make 
procedural changes to help companies comply with the new, tighter timeline imposed by 
SB 956. TAIPA staff presented their recommendations to the subcommittee on 
November 1, 2016. The Operations Subcommittee recommends the Governing 
Committee adopt the recommendations show in Exhibit 5.  
 
It was moved by David Weber and seconded by George Cooper to: 
 “Adopt the recommendations presented by the Operations Subcommittee.” 
The motion carried unanimously. 

 
C. QUOTA CHANGES DUE TO SENATE BILL 784: TDI’S CALL FOR EXPERIENCE (EXHIBIT 

6) 
 
SB 784 was enacted to reduce the reporting requirements for insurance companies. 
Unfortunately, TAIPA relied on the reporting of the quarterly AIP premiums as part of 
the PP quota calculation, which have been eliminated by SB 784. The Operations 
Subcommittee was tasked with determining a method of estimating quarterly AIP 
premiums. The Operations Subcommittee recommends the Governing Committee adopt 
the recommendations shown in Exhibit 6. 
 
It was asked if there is any real benefit for companies to self-report their quarterly data, 
or if it may be in a company’s best interest to wait for the annual true-up. If a company 
self-reports, each quarter would likely be more accurate and there would be less 
possibility of a fourth-quarter “spike” or “dip”. If a company does not self-report, TAIPA 
will use the BI premium reported to TICO and apply a multiplier to estimate total AIP 
premium. Either way, a true-up will take place fourth quarter to reflect the actual 
premiums reported to TDI. If a company wants to avoid the possibility of higher fourth-
quarter variances, self-reporting would be in their best interest.  
 
It was asked when the quota changes would be implemented. They will be implemented 
as soon as it is practical and possible to do so. 
 
It was moved by David Weber and seconded by Dick Lonquist to: 

“Implement the procedural changes relative to the company reporting 
recommendations.” 

The motion carried unanimously. 
 
ITEM 8: REPORT OF COUNSEL  
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TAIPA Governing Committee Meeting    
November 18, 2016 
 

Mike Jones presented the Report of Counsel. 
 

A. PENDING PLAN OF OPERATION FILING: REFUNDS FOR CANCELLATIONS (EXHIBIT 7) 
 
Exhibit 7 shows the amendment TAIPA filed with TDI in 2013 to comply with Senate 
Bill 698. TAIPA’s Plan of Operation has separate standards for return premium due to 
cancellations and endorsements. Our filing only included a change for cancellations, as 
the bill did not specify it applied to endorsements. TDI has been working on a rule to 
address some issues with this bill. Our filing has been pending at TDI, because we were 
waiting to see how the rule would affect our amendment. 
 
TDI has now issued their proposed rule. The rule includes a provision specifying it 
applies to endorsements, so we will need to amend our filing. Counsel’s recommendation 
is to take the approach we have used on the most recent Plan of Operation amendment, 
and simply state that companies must return premium in accordance with statute. Once 
TDI issues their final rule, staff will work with counsel to amend the filing, and will 
present it at the March 2017 Governing Committee meeting.  
 
TDI’s proposed rule also provides that the date to be used is either the effective date of 
the cancellation/endorsement or the date the company receives notice to cancel/change 
the policy, whichever is later.  

 
B. TAIPA RATES 

 
TAIPA made a rate filing on September 7th. No hearing was held, as the changes did not 
exceed 105% of the current rates. TDI published notice of our filing on September 23rd, 
and did not receive any comments. The Commissioner approved our order on November 
1st. The order provides for an overall PP rate change of +4.2%, and an overall OTPP 
change of +2.5%. The new rates are effective February 1, 2017. A bulletin has been sent 
out to all companies regarding the approved rates. 

 
C. RAFAEL ISLAS LAWSUIT 

 
Earlier this year, Rafael Islas sued TAIPA, along with the assigned company, the 
adjuster, the adjuster’s company, the agent, and the agent’s company. The plaintiff’s 
claim was that TAIPA sent a binder letter stating coverage has been bound, but then the 
adjuster said there was no coverage. Thompson, Coe, Cousins & Irons filed an answer 
and had to provide some discovery. Happily, the assigned company has settled with the 
plaintiff, TAIPA has been non-suited, and the other defendants were dismissed with 
prejudice. This matter is now resolved. Technically, the plaintiff could refile his suit, but 
it is not likely.  
 

D. LEGISLATIVE UPDATE 
 
The 2017 legislative session starts on January 10, 2017 and runs through May 29, 2017. 
Thompson, Coe, Cousins & Irons will monitor the bills and will look for matters that may 
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affect TAIPA. Generally, TAIPA does not engage in any lobbying, as anything that 
would affect the companies would be handled by their trade associations.  

 
ITEM 9: MANAGER TRANSITION SUBCOMMITTEE REPORT  

 
Thomas Rolling present the Manager Transition Subcommittee Report. 

The committee met on September 2nd, 12th, and 30th, as well as November 4th. They 
reviewed the current Plan of Operation, key components of the statute relative to 
TAIPA’s structure, the 2016 organizational structure, TAIPA job descriptions, and key 
duties of exempt and non-exempt staff.  The committee’s discussion centered on ensuring 
a smooth transition, the Plan of Operation relative to the appointment of a manager, and 
the current business trends.  The committee pondered short-term and long-term changes 
and has determined a need to revisit the current structure with a short-term and long-term 
approach.  It is the committee’s intent to have a more in-depth discussion of this 
personnel matter during a closed session today.  No significant changes to the current 
operation are anticipated.  The committee will continue to work with TAIPA staff on the 
short- and long-term plan.   

ITEM 10: PERSONNEL MATTERS  
 
Acting under authority of Government Code 551.074, the Governing Committee 
commenced a closed meeting at 9:53 AM. The open meeting resumed at 11:45 AM.  
 
It was moved by Thomas Rolling and seconded by George Cooper to: 

“Direct the Acting Manager to engage HR consulting firm Intelligent 
Compensation, in consultation with the Manager Transition Subcommittee, to 
review the current organizational structure and provide a recommendation to the 
Governing Committee by February 1, 2017.” 

The motion carried unanimously. 
 
It was moved by David Weber and seconded by Thomas Rolling to: 

“Authorize Bill Brooks to conduct an interim review of the staff.” 
The motion carried unanimously. 
 

ITEM 11: 2017 BUDGET (EXHIBIT 8) 
 
TAIPA requested a 2017 budget of $1,011,200, which is a 7.64% decrease from 2016. 
The major items accounting for an increase are for a 3% salary increase, for our 
scheduled rent increases, for higher legal expenses due to the manager transition and the 
legislative session, and for Intelligent Compensation’s expected work. The major item 
accounting for a decrease is our pension. Our required contribution has decreased due to 
the expiration of a significant portion of our shortfall amortization. As of January 1, 
2017, TAIPA’s pension is expected to be funded at 99.4%, with the entire plan expected 
to be funded at 99.1%.  
 
TAIPA requested a 2017 assessment of $995,900, which is the annual budget minus 
depreciation. In the past, we’ve used excess carryover cash to reduce the assessment 
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Private Passenger Commercial

EASi Applications 221 25

Paper Applications 0 0

Total Applications Received 221 25

Applications Assigned 202 23

Apps Returned for Correction 19 2

Applications Deficient 16 3

Applications with SR-22s 20 0

225

246

Private Passenger Commercial

EASi Applications 2964 363

Paper Applications 2 7

Total Applications Received 2966 370

Applications Assigned 2744 345

Apps Returned for Correction 219 22

Applications Deficient 50 19

Applications with SR-22s 280 1

3,510

3,336

-4.96%

1994: 716,036 2002: 66,153 2010: 8,725

1995: 461,059 2003: 74,506 2011: 7,364

1996: 214,744 2004: 47,434 2012: 5,898

1997: 95,461 2005: 31,517 2013: 4,708

1998: 55,041 2006: 23,634 2014: 3,628

1999: 47,108 2007: 16,780 2015: 3,217

2000: 44,945 2008: 12,896 2016: 3,089

2001: 53,477 2009: 10,299

*Application Assignment History based on applications assigned, not received.

YTD Percent Change from Dec. 2015 to Dec. 2016:

Monthly Total (Dec. 2016)

Total Applications Received in Dec. 2015:

Total Applications Received in Dec. 2016:

Year to Date Total (as of Dec. 2016)

Total Applications Received YTD (as of Dec. 2015):

Total Applications Received YTD (as of Dec. 2016):

Application Assignment History*
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We ended 2016 with 3,336 applications received, which is just 4.96% fewer than in 2015. This is the 
lowest annual decrease we’ve seen since TAIPA volume began its downward trend back in 2004.  
 

 
 
 
The chart below indicates that volume does indeed appear to be “bottoming out”. We expect 2017 to be 
fairly similar to 2016. 
 

 
 

Exhibit 2, Page 3



Exhibit 3, Page 1

Private Passenger Commercial

EASi Applications 263 37

Paper Applications 0 0

Total Applications Received 263 37

Applications Assigned 255 37

Apps Returned for Correction 8 0

Applications Deficient 23 10

Applications with SR-22s 12 0

275

300

Private Passenger Commercial

EASi Applications 537 79

Paper Applications 0 0

Total Applications Received 537 79

Applications Assigned 520 77

Apps Returned for Correction 16 2

Applications Deficient 43 12

Applications with SR-22s 24 0

537

616

14.71%

1994: 716,036 2002: 66,153 2010: 8,725

1995: 461,059 2003: 74,506 2011: 7,364

1996: 214,744 2004: 47,434 2012: 5,898

1997: 95,461 2005: 31,517 2013: 4,708

1998: 55,041 2006: 23,634 2014: 3,628

1999: 47,108 2007: 16,780 2015: 3,217

2000: 44,945 2008: 12,896 2016: 3,089

2001: 53,477 2009: 10,299

*Application Assignment History based on applications assigned, not received.

YTD Percent Change from Feb. 2016 to Feb. 2017:

Monthly Total (Feb. 2017)

Total Applications Received in Feb. 2016:

Total Applications Received in Feb. 2017:

Year to Date Total (as of Feb. 2017)

Total Applications Received YTD (as of Feb. 2016):

Total Applications Received YTD (as of Feb. 2017):

Application Assignment History*
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ASSETS

Current Assets                                                                                                                                                                                                                                              

Cash and cash equivalents 91,426$           

Accounts receivable 150                  

Prepaid expenses 25,005             

            Total current assets                                                                                                                                                                                                          116,580           

Property and Equipment

Furniture and equipment                                                                                                                                                                                                               "38,921             

Computer equipment                                                                                                                                                                                         23,762             

Leasehold improvements 50,007             

Computer software 34,858             

147,549           

Less accumulated depreciation 110,909           

36,640             

            Total assets                                                                                                                                                                                                           153,220           

LIABILITIES AND NET ASSETS

Current Liabilities                                                                                                                                                                                                                                      

Accounts payable 13,632             

Accrued vacation 39,113             

Accrued payroll liabilities 8,416               

            Total current liabilities                                                                                                                                                                                                 61,162             

Other Liabilities                                                                                                                                                                                                                                    

Accrued pension benefit costs 314,442           

Deferred lease benefit 17,564             

            Total other liabilities                                                                                                                                                                                                 332,006           

Net (Deficiency) Assets

Unrestricted (239,947)          

            Total net assets                                                                                                                                                                                                 (239,947)          

            Total liabilities and net assets                                                                                                                                                                                               153,220$         

Statement of Financial Position

As Of December 31, 2016

Unaudited

Texas Auto Ins. Plan Assoc.
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Changes in unrestricted net assets

Current

Revenues YTD

Member assessments 1,000,400$         

Interest income 290                     

Assessment penalties 5,259                  

Total revenues 1,005,948           

Expenses

Salaries and related expenses 633,453              

Occupancy expenses 133,529              

Professional Services 133,074              

Depreciation & amortization 15,430                

Postage and delivery 19,548                

Office supplies and expense 18,091                

Governing committee 18,042                

Computer supplies & expenses 7,656                  

Subcommittee meetings 4,630                  

Staff education & seminars 8,086                  

Miscellaneous 6,700                  

Staff expense 2,473                  

Dues and subscriptions 1,636                  

Total operating expenses 1,002,346           

Other revenues (expenses)

Pension minimum liability adjustment 78,938                

Total other revenue (expenses) 78,938                

Increase (decrease) in unrestricted net assets 82,540                

Net assets (deficiency) at beginning of year (322,487)             

Net assets (deficiency) as of December 31, 2016 (239,947)$           

Texas Auto Ins. Plan Assoc.
Statement of Activities

For the period ended December 31, 2016

Unaudited
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ASSETS

Current Assets                                                                                                                                                                                                                                              

Cash and cash equivalents 767,345$         

Accounts receivable 246,931           

Prepaid expenses 24,610             

            Total current assets                                                                                                                                                                                                          1,038,886        

Property and Equipment

Furniture and equipment                                                                                                                                                                                                               "38,921             

Computer equipment                                                                                                                                                                                         23,762             

Leasehold improvements 50,007             

Computer software 34,858             

147,549           

Less accumulated depreciation 112,180           

35,369             

            Total assets                                                                                                                                                                                                           1,074,255        

LIABILITIES AND NET ASSETS

Current Liabilities                                                                                                                                                                                                                                      

Accounts payable 15,059             

Accrued vacation 39,113             

Accrued payroll liabilities 8,478               

Deferred revenue 913,000           

            Total current liabilities                                                                                                                                                                                                 975,650           

Other Liabilities                                                                                                                                                                                                                                    

Accrued pension benefit costs 314,442           

Deferred lease benefit 17,564             

            Total other liabilities                                                                                                                                                                                                 332,006           

Net (Deficiency) Assets

Unrestricted (233,401)          

            Total net assets                                                                                                                                                                                                 (233,401)          

            Total liabilities and net assets                                                                                                                                                                                               1,074,255$      

Statement of Financial Position

As Of January 31, 2017

Unaudited

Texas Auto Ins. Plan Assoc.
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Changes in unrestricted net assets

Current

Revenues YTD

Member assessments 83,000$              

Interest income 6                         

Total revenues 83,006                

Expenses

Salaries and related expenses 44,087                

Occupancy expenses 12,083                

Professional Services 12,746                

Depreciation & amortization 1,271                  

Postage and delivery 3,396                  

Office supplies and expense 961                     

Computer supplies & expenses 689                     

Subcommittee meetings 500                     

Staff education & seminars 83                       

Miscellaneous 169                     

Staff expense 95                       

Dues and subscriptions 381                     

Total operating expenses 76,460                

Other revenues (expenses)

Total other revenue (expenses) -                          

Increase (decrease) in unrestricted net assets 6,546                  

Net assets (deficiency) at beginning of year (239,947)             

Net assets (deficiency) as of January 31, 2017 (233,401)$           

Texas Auto Ins. Plan Assoc.
Statement of Activities

For the period ended January 31, 2017

Unaudited
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